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OATH OR AFFIRMATION

Talle Voorhies swear or affirm that to the best of my knowledge and belief the accompanying

financial statement and supporting schedules pertaining to the firm of TNP Securities LLC as of

December 31 2012 are true and correct further swear or affirm that neither the company nor any

partner proprietor principal officer or director has any proprietary
interest in any account classified

solely as that of customer except as follows

None --_____________

This report
contains check all applicable boxes

Facing page

Statement of Financial Condition

Il Statement of Income Loss
Statement of Cash Flows

IZI Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

Ll Computation of Net Capital

Computation of Determination of Reserve Requirements Pursuant to Rule 5c3-3

Information Relating to the Possession or Control Requirements Under Rule 15c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under

Rule 5c3-1 and the Computation for Determination of the Reserve Requirements Under

Exhibit of Rule 15c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with

respect to methods of consolidation

Il An Oath or Affirmation

Il copy of the SIPC Supplemental Report

Il report describing any material inadequacies found to exist or found to have existed since the

date of the previous audit

State of California County of Orange

Subscribe and sworn to or affinn before me

on th day oFebruasy 2013

by\ç \çiS
proved to me on thbascftajsfactory evidence

before me

jJaft
Signature

/Id44i
Title

otary Public

BHRIZA CAMACHO

Commission 1998315

Notary Public California

Orange County

For conditions of confidential treatment of certain portions of this filing see section 240.1 7a-5e3
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Independent Auditors Report

Board of Directors

TNP Securities LLC

We have audited the accompanying statement of financial condition of TNP Securities LLC as of

December 31 2012 and the related statements of income changes in members equity and cash flows for

the year then ended These financial statements are the responsibility
of the Companys management

Our responsibility is to express an opinion on these financial statements based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United States of

America Those standards require that we plan and perform the audit to obtain reasonable assurance

about whether the financial statements are free of material misstatement An audit includes examining

on test basis evidence supporting the amounts and disclosures in the financial statements An audit also

includes assessing the accounting principles
used and significant estimates made by management as well

as evaluating the overall financial statement presentation We believe that our audit provides reasonable

basis for our opinion

In our opinion the financial statements referred to above present fairly in all material respects the

financial position of TNP Securities LLC at December 31 2012 and the results of its operations and its

cash flows for the year then ended in conformity with accounting principles generally accepted in the

United States of America

Our audit was conducted for the purpose of forming an opinion on the basic financial statements as

whole The information contained in Schedules II and III is required by Rule 7a-5 under the

Securities Exchange Act of 1934 and is presented for purposes of additional analysis and is not required

part of the financial statements Such information is the responsibility of management and was derived

from and relates directly to the underlying accounting and other records used to prepare the financial

statements The information has been subjected to the auditing procedures applied in the audit of the

financial statements and certain additional procedures including comparing and reconciling such

information directly to the underlying accounting and other records used to prepare the financial

statements or to the financial statements themselves and other additional procedures in accordance with

auditing standards generally accepted in the United States of America In our opinion the information is

fairly stated in all material respects in relation to the financial statements as whole

4flc

San Diego California

February 18 2013



TNP Securities LLC

Statement of Financial Condition

December 31 2012

ASSETS

Cash $108316

Commissions receivable 19380

Due from affiliates 35593

Prepaid expenses and other 19204

Total assets 182.493

LIABILITIES AND MEMBERS EQUITY

Liabilities

Accounts payable and accrued liabilities 36048

Commitments

Members equity
146445

Total liabilities and members equity
$1 2.493

See notes to financial statements



TNP Securities LLC

Statement of In come

Year Ended December 31 2012

Revenues

Commissions $5809257

Other income 3245

Total revenues 5.812503

Expenses
Commissions and clearing charges 5156921

Expense sharing
116646

Outside services 74148

Marketing and promotion 58561

Licenses and registrations 47303

Other expenses
42.341

Total expenses
5495.920

Net income 316.583

See notes to financial statements



TNP Securities LLC

Statement of Changes in Members Equity

Year Ended December 31 2012

Balance beginning of year
$189434

Capital distributions 359572

Net income 316583

Balance end of year
146.445

See notes to financial statements



TNP Securities LLC

Statement of Cash Flows

Year Ended December 31 2012

Cash flows from operating activities

Net income 316583

Adjustments to reconcile net income to net

cash from operating activities

Changes in operating assets and liabilities

Commissions receivable 353925

Prepaid expenses and other 2107

Accounts payable and accrued liabilities 321975
Net cash from operating activities 350.640

Cash flows from investing activities

Cash flows from financing activities

Capital distributions 359572

Net decrease in cash 8932

Cash beginning of year
117248

Cash end of year
108.316

Supplemental disclosure of cash flow infonnation

Interest paid

Taxes paid
409

See notes to financial statements



TNP Securities LLC

Notes to Financial Statements

THE COMPANY AND ITS SIGNIFICANT ACCOUNTING POLICIES

The Company TNP Securities LLC the Company is registered broker-dealer

licensed by the United States Securities and Exchange Commission SEC and is

member of the Financial Industry Regulatory Authority and the Securities Investor

Protection Corporation The Companys principal business is to act as the sales agent or

dealer manager of various investment trusts in which the adviser is affiliated with the

Company through common management and control

Accounting Estimates The preparation of financial statements in conformity with

generally accepted accounting principles requires management to make estimates that

affect the reported amounts of assets and liabilities and disclosures of contingent assets

and liabilities at the date of the financial statements and the reported amounts of

revenues and expenses during the reporting period Actual results may differ from those

estimates

Revenue Recognition Commission revenues are recognized on the date the investor

acquires an interest in the offerings which is upon receipt of funds the transaction date

and completed and signed subscription agreement Such revenues are defined in the

private offering memorandums or registration statement of such offerings

Income Taxes Income taxes if any are the liability of the individual member

Accordingly no provision for federal income taxes is reflected in the accompanying

financial statements State income taxes have been provided at the reduced rate

applicable to limited liability companies

Concentration of Credit Risk The company maintains cash balances and deposits with

financial institutions that at times exceed federally insured limits Management

performs periodic evaluations of the relative credit standing of these institutions The

Company has not sustained any material credit losses from these instruments

Financial Instruments The carrying values reflected in the statement of financial

condition at December 31 2012 reasonably approximate the fair values for financial

instruments In making such assessment the Company has utilized discounted cash flow

analyses estimates and quoted market prices as appropriate An allowance is

established as necessary for potential credit losses

LIABILITIES SUBORDINATED TO CLAIMS OF GENERAL CREDITORS

The Company had no borrowings under subordination agreements at December 31 2012

RELATED PARTY TRANSACTIONS

Revenues Substantially all revenue is earned by the Company for introducing registered

representatives of nonaffiliated broker-dealers to the various investment trusts in which

the adviser is affiliated with the Company through common management and control

Expenses During 2012 company affiliated through common management and control

provided office space and administrative services to the Company under an expense-

sharing agreement The expense sharing agreement was terminated during 2012 and

replaced by sub-lease agreement Total charges incurred by the Company under these

agreements were $116646 for 2012



TNP Securities LLC

Notes to Financial Statements

NET CAPITAL REQUIREMENTS

Under Rule 15c3-1 of the Securities Exchange Act of 1934 the Company is required to

maintain minimum net capital as defined and ratio of aggregate indebtedness to net

capital as defined not exceeding 15 to

The Companys ratio at December 31 2012 was 0.39 to The basic concept of the Rule

is liquidity its object being to require broker-dealer in securities to have at all times

sufficient liquid assets to cover its current indebtedness At December 31 2012 the

Company had net capital of $91648 which was $86648 in excess of the amount required

by the SEC

COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS
AND INFORMATION RELATING TO THE POSSESSION AND CONTROL

REQUIREMENTS UNDER RULE 15c3-3

The Company relies on Section K2i of the Securities Exchange Rule 15c3-3 to

exempt them from the provisions of these rules

MEMBERS CAPITAL

Management and Membership Interests The membership interests consist of one class

of LLC interests identified as membership interests The business affairs and powers of

the Company are managed by the member The liability of the member is limited to its

capital contribution made to the LLC

Net Profit Allocation Net income loss capital gains and cash distributions are

allocated to the membership interest holder in accordance with the provisions of the

Companys operating agreement The Companys operating agreement provides that all

items of net income loss capital gains and cash distributions be allocated among

members based upon their respective percentage interests



TNP Securities LLC

Schedule

Computation of Net Capital

Pursuant to SEC Rule 15c3-1

December 31 2012

Total members equity $146445

Less non-allowable assets included in the following

statement of financial condition captions

Due from affiliates 35593

Prepaid expenses and other 19204

Net capital
91648

Minimum net capital required 5000

Excess net capital
86.648

Total aggregate indebtedness included in the

statement of financial condition 36.048

Ratio of aggregate indebtedness to net capital

Note There are no dJjerences between the net capital reported above and the net capital reported on Form

FOCUSX-17A-5 Part hA at December 31 2012



TNP Securities LLC

Schedule II

Computation for Determination of Reserve Requirements

Pursuant to Rule 15c3-3

December 31 2012

The Company is exempt from Rule 15c3-3 under the exemptive provisions of section k2i
and accordingly has no reserve requirements Consequently reserve requirement was not

calculated in Part II of Form X- 7A-5 of this Companys FOCUS report as of December 31

2012 and reconciliation to that calculation is not included herein



TNP Securities LLC

Schedule III

Information Relating to the Possession or Control Requirements

Pursuant to Rule 15c3-3

December 31 2012

The Company is exempt from Rule 5c3-3 under the exemptive provisions of section k2i
and accordingly has no possession or control requirements

10



Independent Auditors Report On Internal Control

Required by SEC Rule 17a-5g1

Board of Directors

TNP Securities LLC

In planning and performing our audit of the financial statements and supplementary schedules of

TNP Securities LLC the Company as of for the year ended December 31 2012 in

accordance with auditing standards generally accepted in the United States of America we
considered the Companys internal control over financial reporting internal control as basis

for designing our auditing procedures for the purpose of expressing our opinion on the financial

statements but not for the purpose of expressing an opinion on the effectiveness of the

Companys internal control Accordingly we do not express an opinion on the effectiveness of
the Companys internal control

Also as required by rule 17a-5gl of the Securities and Exchange Commission SEC we
have made study of the practices and procedures followed by the Company including

consideration of control activities for safeguarding securities This study included tests of such

practices and procedures that we considered relevant to the objectives stated in rule 7a-5g in

making the periodic computations of aggregate indebtedness and net capital under rule 7a-

11 and for determining compliance with the exemptive provisions of rule 5c3 -3 Because
the Company does not carry securities accounts for customers or perform custodial functions

relating to customer securities we did not review the practices and procedures followed by the

Company in any of the following

Making quarterly securities examinations counts verifications and comparisons and
recordation of differences required by Rule 7a- 13

Complying with the requirements for prompt payment for securities under Section of
Federal Reserve Regulation of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control

and the practices and procedures referred to in the preceding paragraph In
fulfilling this

responsibility estimates and judgments by management are required to assess the expected
benefits and related costs of controls and of the practices and procedures referred to in the

preceding paragraph and to assess whether those practices and procedures can be expected to

achieve the SECs above-mentioned objectives Two of the objectives of internal control and the

practices and procedures are to provide management with reasonable but not absolute assurance

that assets for which the Company has responsibility are safeguarded against loss from
unauthorized use or disposition and that transactions are executed in accordance with

managements authorization and recorded properly to permit the preparation of financial

statements in conformity with generally accepted accounting principles Rule 7a-5g lists

additional objectives of the practices and procedures listed in the preceding paragraph

Because of inherent limitations in internal control or the practices and procedures referred to

above errors or fraud may occur and not be detected Also projection of any evaluation of them
to future periods is subject to the risk that they may become inadequate because of changes in

conditions or that the effectiveness of their design and operation may deteriorate

11



control deficiency exists when the design or operation of control does not allow management

or employees in the normal course of performing their assigned functions to prevent or detect

misstatements on timely basis sign/Icant deficiency is deficiency or combination of

deficiencies in internal control that is less severe than material weakness yet important enough

to merit attention by those charged with governance

material weakness is deficiency or combination of deficiencies in internal control such that

there is reasonable possibility that material misstatement of the Companys financial

statements will not be prevented or detected and corrected on timely basis

Our consideration of internal control was for the limited purpose described in the first paragraph

and would not necessarily identify all deficiencies in internal control that might be material

weaknesses We did not identify any deficiencies in internal control and control activities for

safeguarding securities that we consider to be material weaknesses as defined previously

We understand that the practices and procedures that accomplish the objectives referred to in the

second paragraph of this report are considered by the SEC to be adequate for its purposes in

accordance with the Securities Exchange Act of 1934 and related regulations and that practices

and procedures that do not accomplish such objectives in all material respects indicate material

inadequacy for such purposes Based on this understanding and on our study we believe that the

Companys practices and procedures as described in the second paragraph of this report were

adequate at December 31 2012 to meet the SECs objectives

This report is intended solely for the information and use of the Board of Directors management

the SEC the Financial Industry Regulatory Authority and other regulatory agencies that rely on

rule 7a-5g under the Securities Exchange Act of 1934 in their regulation of registered brokers

and dealers and is not intended to be and should not be used by anyone other than these

specified parties

San Diego California

February 18 2013

12
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Board of Directors

TNP Securities LLC

In accordance with Rule 7a-5e4 under the Securities Exchange Act of 1934 we have performed the

procedures enumerated below with respect to the accompanying General Assessment Reconciliation

Form SIPC-7 to the Securities Investor Protection Corporation SIPC for the year ended December 31

2012 which were agreed to by TNP Securities LLC the Company and the Securities and Exchange

Commission Financial Industry Regulatory Authority Inc and SIPC solely to assist you and the other

specified parties in evaluating the Companys compliance with the applicable instructions of Form SIPC

The Companys management is responsible for the Companys compliance with those requirements

This agreed-upon procedures engagement was conducted in accordance with attestation standards

established by the American Institute of Certified Public Accountants The sufficiency of these

procedures is solely the responsibility of those parties specified in this report Consequently we make no

representation regar4jng thesufliency of the procedures described below either for the purpose for

which this report has been requested or for any other purpose The procedures we performed and our

findings are as follows

Compared the listed assessment payments in Form SIPC-7 with respective cash disbursement records

entries noting no differences

Compared the amounts reported on the audited Form X- 7A-5 for the year ended December 31 2012

with the amounts reported in Form SJPC-7 for the year ended December 31 2012 noting no

differences

Compared any adjustments reported in Form SIPC-7 with supporting schedules and working papers

noting no differences

Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the related

schedules and working papers supporting the adjustments noting no differences and

Compared the amount of any overpayment applied to the current assessment with the Form SIPC-7

on which it was originally computed noting no differences

We were not engaged to and did not conduct an examination the objective of which would be the

expression of an opinion on compliance Accordingly we do not express such an opinion Had we

performed additional procedures other matters might have come to our attention that would have been

reported to you

This report is intended solely for the information and use of the specified parties listed above and is not

intended to be and should not be used by anyone other than these specified parties

San Diego California

February 18 2013



TNP Securities LLC

Determination ofSIPC Net Operating Revenues

General Assessment

And Schedule of Payments

Pursuant to SEC Rule 17a-5e4

Year Ended December 31 2012

Total revenue
$5812503

Deductions

Commissions floor brokerage and clearance paid to other SIPC

members in connection with securities transactions 4824089

Other income 3245

SIPC net operating revenues
985169

General assessment .0025 2463

Less payment

July 27 2012 1902

Balance due
561


